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Dear Leomrd: 


The attached very rough proposal covers some of the main 
points which we consider will be the basis for an official proposal 
to be made to Ibn Saud by Mr. Twitchell. 


I am sending it to you with the hope that you can tear 
this thing to pieces and let us have, at your very early convenience, 
the benefit of your constructive criticism, 


We naturally realize that we will have to overcome many 
hurdles before successfully finalizing this project, but what we 
are after now is an agreement “in principle" to our proposal by the 
Saudi Arabian Government. 

With kindest personal regards, 


Siscerely yours, v0 


waren EEE 
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P.8. - I suggest that you show this proposal to some of your 
associates in the Department and let us have whatever 
personal comments they might wish to offer. 
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the octablichnent, wader Suudi Arabian Flag, and operation, ty Cen- 
pony formed in tendi Avadin, of a Steamship Company eperating Wwe atenn oF motor 
voussle with the yrineipal purpose of corving Mult Arabia. Thie initial ser- 
vieo with two anak weasels te be the melons of » Steamship Conpany which ean 
provide the nesoseary “know-hew® for s Saudi Arabian merohant marine, especteally 
adapted to serving the spesial needs and requirements of tauii Arabia. 

Relative te placing this proposal, we present the following outline 
for Gigeussion and possible apprevel, whieh will enable we te go ahead witheus 
further deley on ow plane for the purchase (or arrangement with Lend-Lease) 
ef eudtadle tenange. 

t 

(a) Wl) Saudi Avedien Governnent grant we the right to operate 
steamers under their flag? 

(bv) If affirmative ~ ve must have certain protection te operate. 
Some pointe follew! 

1 « We pequite frenchive of (60 years?) as exclusive 

Nemht dgabion Fag Steamship Mine - in consideration fer which ve 

offer 106 interest to the Government and on additional 10% in- 

tercat open for eudseription ty Saudi Arabica nationals, Our 

prosestion to Saudi Agnbion Government, gived to tneare their 

needs Dating filled in veturn for this frendiiee. 

2 = A frenchies for certain vedustions in pers, Light 
ond other Government éuss and changes gash ae ave given in heme 
waters and ports to merchant sartne of other nations. 


3 - To aid and aesist in the estedlisheent and expansion 
ef a Saudi Avabian Line, preference should be granted the “Genpany* 
in the carvings (when and where fencidle) of Goverment cconn-derme 
earge inte and out of Avadia, (Te protest and foster grovth of a 
national merchant sarine) 

— @-= Pogsidie subsidy fer carriages of nail. 

BS - A eustens franchise for ony equipment, installations, 
ete. necded for foreign percennel and operations, with due guarantees 
te Gevernment that equipment and inetallations will net be reselé 
without payment of duty. 

~ @@ The right te neve inte and out of the Gountry, foreig 
percennel ant funds. ~ 

7% - The right te use wireless ant vireless telephone be- 
@veen ships and shore ani vies veren, aleo betwen porte and/or 
eperations pointe within Seudi Arabia where Company will mainteta 
offiess. 

6 - A gmprentes from the Sovernnent that no dicerininatery 
ep cenflecatery tenes will be levied against the Sompany. 

9 = Privilege of epemmbing ships of the Gonpany on sorviess 
@ateide of and between points outside of Saudi Avadia, Also the 
Fight te engage in interpert traffic cateide of Arabic. 


The “Congany* is greatly interceted in the Pilgrin Traffic and 
Anitial steps will be taken to provide (if peesidle) on original steamers 
purahneed, epnce for carriage of Pilgriges, on deck, and fren nearty countrice 
at the oubest - bus with due consideration for thie teaffie fren farther points 
oush as India, Pilgrim weffie may be pecially entered te by chartered veosele 


Flag, whieh will render the Country free from complete depemience 


2, Sask a line will heve o primary interest in Saudi Arabian trane- 
pert end supply problems ané will werk fer the development of 


4, The offer of the right te Sauti Arabian nationale te sudseribe 


S. The provision ef certain trancpertetion te Pilgrine by ships 
offering greater regularity of cervies to Avabian yerts fren 
certain points. “hatever services we con offer te Pilgrine will 
ve afditional to what hae heretofore been availiable. 

6. The asqupanece that competitive freight rates will be maintained, 
7. The eppertunity fer training and service ty Saudi Arabians on 
meGewn ateamchipe and in all phases of the merchant anrine, 

shere ond sea operation. 

8. The introduction inte Arabia of a Company with trained Anericoan 
end Rurepean shipping experts, eperating vith American eapitel, 


whe are ready te invest capital and offer the denefitese of their 
Qraining te Saudi Arabia without eapital expenditure by the 
Gowernment. 


9. Qne divecter te be appointed Wy the Saudi Aradien Severnnent. 


Indirest Penafiis 
1. Serviee contribution te the ei] company with the resultant dene- 
fi% to all those in their employ. 
2. Services contribution te the mines and their eqpleyess. 
3. The prestige gnined by the Country in eoquiring « national 
mepehant marine even though small, 
4, The furtherance of existing cordial relationship between Saudi 
Avabia and the United States. 


Gopies for Mr, VYaguer 
te, Chrlety 
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Ome enone December 2, 1944 __ 
COMMENT ON MR. TWITCHELL'S PROPOSAL 

FOR A SAUDI ARABIAN SHIPPING COMPANY. 


There is no question that British, Egyptian and 
Duteh shipping companies have made substantial profits 
on their services to Saudi Arabian parts in times of 
eace, and that during the war, the Pharaonic mail line 
\tacueris the Khedevial Mail Line), having the Jidda-Suez 


route to itself, has made another fortune for ‘Abboud 
Pasha. 


Since the war extended to the Mediterranean, all 
shipping services to Saudi Arabia have been slow, ir- 
regular and expensive, It therefore seems likely that 
there is an opening fer a Saudi Arabian line to serve 
Saudi Arabia and Saudi importers, and to make a profit 
for itself at the same time, 


I 


Qndy a person familiar with the shipping business 
is able to judge the efficacy of the arrangements described 
in Section I of the proposal. However, it seems worthwhile 


to emphasize certain general considerations not specifically © 
mentioned’ i tn 


~ 
(a) The absence of any Saudi Arabian corporate legis- —“U 

lation makes it necessary that the utmost care be exercised 

in drawing up the "company's" charter, The “company” will 

in fact be the first Saudi corporation and may well set a 

pattern for the future, 
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A. 


(b) Section I(b) 3 which provides preference for the 
"company" in the carriage of Government ocean-borne cargo 
(when and where feasible) is likely to cause disagreement._ 
Local shipping agents for other companies can be depended — 


on to supply unexpected interpretations of what is, and what 
is not, feasible, is 


~~ 
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din The movem of éecean freignt outward from Saudi Arabia \ 
I (with the <a on of petroleum and petroleum products) is ‘V 
te trifling in volume, and it would be as well to recognize that Nj 
Sat, _.. he Sauda exports are, and are likely to remain, negligible, and ® 
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so should not be taken into account. Petroleum and petro- 
leum products will be transported principally by tanker, 
The prospective traffic, therefore, narrows down to general 
cargo arriving in Saudi Arabia and to the movement of’ pil- 
grime in and out. 


Incoming cargo coneists mostly of foodstuffs and a 
variety of textiles and other consumer goods from India and 
Egypt (from Egypt partly by trans-shipment), and of machinery, 
automobiles and other articles of American and European 
manufacture transshipped principally in Egypt. Shipments 
from India are delivered both to Jidda and to the Persian 
Gulf side of Saudi Arabia; while cargo from Egypt is landed 
only at Jidda, 


This trade is now carried irregularly, tardily and 
expensively by the Pharaonic Mail Line between Suez and 
Jidda; by. the Mogul Line between Karachi (or Bombay) and 
Jidda, and by the British India Steam Navigation Company 
between Karachi and the Persian Gulf. The “company" might 
consider establishing services on any or all these routes, 


Sea-borne pilgrim traffic enters Saudi Arabia. through 
Jidda, and the principal ports of embarkation are Suez, 
Suwakin and Bombay (or Karachi). Wartime conditions have 
prevented Indian Moslems from making the pilgrimage recently, 
but this condition should be corrected by the time the 
"company" can be ready to carry any part of the Indian pil- 
grime. Malaya and the Dutch East Indies will furnish pil- 
grima later on; and Dutch shipping companies and pilgrim 
agencies can be expected to reappear to share in this 
lucrative traffic, 


In addition to cargo for Saudi Arabia, the three routes 
mentioned fit neatly into services (1) between India and 
other Persian Gulf ports, e.g., Basra, (2) between India 
and Ethiopia via Aden or Jibouti, and also (3) between India 
and te There is reason to believe that such service 
into Jibouti would be welcomed both by the Ethiopian and 
French authorities, Needless to say, Britieh officials 
and shipping organizations will not look with favor on the 
establishment of the “company" nor on any of its activities, 


The route which seems to offer the most immediate 
benefit to Saudi Arabia and the surest profit to the "com 
pany", and also the one which would require the best personnel 
and tonnage of ships, is that from Suez to Jidda and Port 
Sudan (extended to Massawa or Jibouti or both if advisable). 
During the pilgrimage season additional service between Jidda 
and Suwakin might be needed. A regular service over this 


route 
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route should attract a considerable proportion of the 
cargo to be moved, 


Other routes could be developed as circumstances - 
permi t. 


Iil 


The enumeration of benefits, both direct and indirect, 
to Saudi Arabia, it seems, can be reduced to one principal 
advantage: that of having a national shipping company which 
would free Saudi Arabia from complete dependence on foreign 

erators., And in times of peace (which may or may not be 

e normal condition) this advantage is not so great as in 
times of disturbance, Many of the other advantages cited 
will come with the resumption of peace-time shippi conm— 
petition, with or without the establishment of the "company". 


Under the heading "Direct Benefits" to Saudi Arabia, 
there are listed offers of 15 percent free participation 
by the Government, and consequent sharing in “company" profits, 
also the offer of 10 percent participation by Saudi Arabian 
nationals. 


The Saudi Government is to be asked to reduce port 
dues for the "company", to subsidize the carriage of mails 
by "company" vessele, to grant customs privileges, and to 
give a guarantee with regard to taxation. Compliance with 
these requests will tend to reduce the net cash profit of 
the Saudi Government from its shares in the "company". 


On the other hand, the “company” will derive a real, 
if intangible, benefit in the transaction of its affairs 
through ite partnership with the Saudi Government and Saudi 
investors; most of whom are likely to be persons of influence, 


The effect of the proposed distribution of shares 
may result in a greater practical benefit to the "company" 
than to the Saudi Government, 


Mr, Twitchell's experience with the Saudi Arabian 
Mining Syndicate should be instructive in this connection, 
and it might be useful to consult Mr. John Park, of the 
Mining Syndicate, for further details, 


Iv 


Benefits to the United States Government are not 
mentioned in the Proposal. In addition to the general 
desirability of profitably and usefully employing Aneyi can 
funds and American personnel abroad, ere are special reasons 


for 
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for believs that.a healthy commercial interest in “ 
Arabia can’ be profitable to the business firm involved, as 
well as to the Governments of the United States and Saudi 
Anas 


Vv 


he provisions of the prepesal seem to be straightforward 


and no objeetion is seen to beginning discussions 
cial American * ened etal ‘and the Saudi Severunea’ on that 
Be ' 
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